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Good moring, Mr, Chairman, Senator Baucus and other members of the
Committee. | am Robert Lane, Chairman and Chief Executive Officer of Deere &
Company. I am very pleased to be here today on behalf of Business Roundtable, an
association of 160 chief executive officers of leading U.S. corporations with $4.5 trillion
in annual revenues. [ am here today as a member of the Roundtable’s Health and
Retirement Task Force.

Some 10 million people work for Roundtable member corporations — with John
Deere accounting for more than 47,000 employees. Counting employees and their
families, Roundtable companies provide health coverage for about 25 million Americans.
Business Roundtable’s public policy priorities are to ensure a vibrant economy and a
competitive workforce. These priorities go hand-in-hand with our goals of promoting a
healthier workforce, strengthening the health care marketplace and improving the value
of our health care spending.

I first would like to congratulate Congress for creating health savings accounts —a

tool that has the potential to truly impact the rising cost of health care in America. Health

Savings Accounts provide a way for our employees to gain considerably more value from

their health care dollars.



However I am here today to point out that we believe the use of health savings
accounts will not become widespread as Congress intended without some small but
important enhancements. HSAs have the potential to dramatically impact how employees
spend their health care dollars. However, they need to deliver the same value to the
employees of large and small businesses alike in order to have a positive impact on our
health care system.

Today I would like to provide some background information and then suggest
four recommendations that would position health savings accounts to become a powerful
tool for individuals as they continue to seek the most prudent way to spend their health

care dollars.

Health Care Value

Soaring health care costs are harmful to our nation’s economic health and our
ability to be globally competitive. At Deere, the annual salaried family premium for our
most popular 100% HMO plan is $12,300. This represents a significant benefit cost as
well as value to all of our employees, and especially for lower paid employees. Deere
has been innovative in managing health care costs through the use of self insured plans,
managed care networks, and disease management programs in order to provide this level
of benefits to our employees.

In a December 2005 Business Roundtable survey, CEOs cited health care costs as
corporate America’s number one cost pressure (42%) for the third year in a row. This
topped energy costs (27%) and litigation costs (9%). Likewise, families across the

country are looking for ways to deal with rising medical bills.



Improving health care value does not rest with any single stakeholder. To the
contrary, everyone involved in our health care system — employers, insurers, doctors,
consumers and the government — must find and help institute reforms that improve the
value of health care expenditures. The key strategy for achieving this is to embrace
policies that will make the health care system more efficient while keeping patients safe
and healthy. That is why I am here today.

The success we had in the 1990s using managed care plan designs was due to the
efforts of insurers, doctors and employers. Largely overlooked in the managed care plan
designs were the preferences and decisions of patients. During the last two decades the
managed care plan designs insulated the patients from the cost of health care services
largely due to the very modest copayments and nearly 100 percent coinsurance plans.

As a result, we have seen greater patient demand for more services, prescriptions
and higher levels of technology with little understanding of cost, benefit or value of these
services. Roundtable CEQs, for example, believe we can improve the value of health
care and improve the system by empowering consumers with price and quality data;
helping our employees take more control of their and their families” health care
decisions; improving patient safety; and transforming the system through the use of
technology. Business Roundtable companies provide health benefits because it is cost
effective to deliver a portion of the employee’s compensation in this manner, creating an
employee value proposition which encourages health insurance enrollment and leads to a
healthier, productive workforce.

Of these objectives, | want to emphasize that one of the most important steps

toward transforming our health care system is harnessing the power of our



employees as consumers of the system. At Deere we have some very simple guiding
principles:

1. To create affordable, sustainable health benefit plans that encourage all
employees to participate actively in their health and health benefits;

2. To reform the health purchasing process by changing the health care value
equation at the point at which most health care consumption decisions are
made — the point of care by the patient;

3. To support a benefit design which encourages and rewards employees for
adopting healthy lifestyles and behaviors to have a greater impact on the
future of health care benefits; and

4. To provide insurance protection.

I’'m here today to address health care tax policy in the context of these overarching
objectives — all of which place the emplovee consumer in the center. There are three
areas of tax policy that affect health care: the taxability of premiums and health care
expenditures; tax credits for the uninsured and dislocated workers; and the development
of consumer directed health products, like Flexible Spending Accounts (FSAs), Health
Savings Accounts (H5As) and Health Reimbursement Arrangements (HRAs). One of the
critical tax code provisions that Congress needs to examine is expanding the availability
of these consumer-directed plans — placing the employee as decision maker regarding

what is best for them.






